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PART V 

Bill* Introduced in the Oouncil oJ State and Legislative Aaaembly, Re porta ol 
Select Committee* presented to t&a Council and Assembly and Bills 
published under 18 ol the Indian Legislative Rules. 


GOVERNMENT OF INDIA 

LEGISLATIVE ASSEMBLY DEPARTMENT 

The following; Hill* was introduced in the Legislative Assembly on the 28th 
February. 1947. 


L. A. Bill No. 27 op 1947 

A Bill to give effect to the financial proposals of the Central Govern 

men t for the year beginning on the 1st day of April 1947. 

Whebbas it is expedient to discontinue the duty on salt 
manufactured in. or imported into, British India, to fix maxi- 
mum rates of postage under the Indian Post Office Act, 1898, Vi of isos, 
to oontinue, subjeot to oertain modifications, for a further 
period of one year the additional duties of customs imposed 
hy section 6 of the Ind an Finance Act, 1942, to continue^!! of 1042 . 
the temporary export duty on raw cotton and the enhanoed 
rates of export duties on raw jute and jute manufactures, to 
enhance the export duty on tea, to fix rates of income-tax 
and super-tax, and to make certain provisions relating to 
inoome-tax, super-tax and exoess profits tax ; 

It is hereby enacted as follows ; — 

1 ( 1 ) This Act may be called the Indian Finance Aot, Short title and 
1947.' estent ' 

{ 2 ) It extends to the whole of British India. 

2. For the year beginning on the 1st day of April 1947, no Disoontinuanos 
duty shall be levied on salt manufactured in, or imported by of aalt <iub y' 
sea or by land into, British India. 

♦The Governor General h is been pleased to give the previous sanotion required by sub- 
section (21 of seot ion 07 of the Government of Ind a Aot, as saved f.'om ropeal by paragraph 
2 of tho Government of Ind a (Commencement and Transitory Provisions Order, 1030, and 
tho previous sanctions roquired by ol .uso (b) of sub-section (1) of Section 108, and sub- 
section (1) of section 141, of the Government of India Aot, 1935, to the introduction in the 
(Legislative Assembly of this Bill,. 
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Inland postage 
rate*. 


VI of 1898. 


3. For the year beginning on the lBt day of April 1947, 
the Sohedule contained in the First Schedule to the Indian 
Finance Act, 1945, shall again be inserted in the Indian Post 
Office Act, 1898, as the First Schedule to that Act. 


Continuation of 
additional duties 


4 , The additional duties of oustomB on certain goods charge- 
of custom* able with a duty of customs under the First Sohedule to the 

imposed by sootionlndian Tariff Act, 1934, or under the said Schedule read with 


0, Aot XII of 
1042. 

XXXII of 1984. 


VII of 1940. 


any notification of the Central Government for the time being 
in force, imposed up to the 31st day of March 1943 by section 
6 of the Indian Finance Aot, 1942, and continued, subject to 
certain modifications, up to the 31st day of March 1947, by 
seotion 5 of the Indian Finance Aot, 1946, shall continue to be 
levied and collected, as provided in the said seotion 6 and 
subjeot to the aforesaid modifications, up to the 31st day of 
March 1948. 

Provision regard- 
ing curtain tempo- ft. (1) For the Second Sohedule to the Indian Tariff Act, 

rary duties of 0 U 8-1934 the following shall be substituted, namely: — 
tom* and enhanced J 

rate* of duties of 
oustoms. 

XXX. I of 1084. 

“THE SECOND SCHEDULE 


Export Tariff 


Item No. Name of article 


Bate of duty 


1 Raw Jute (other than Bimlipatam jute) — 

(1) Cuttings ...... Rs. 4-8 por bale of 

400 lbe. 

(2) All other descriptions .... Ra. 16 per bale of 

400 lbs. 

2 Jutm manufactures (other than of Birolipa- 

tam jute), when not in aotuol use as cover- 
ings, reoeptaolea or bindings for other goods — 

(1) Sacking (cloth, bags, twist, yarn, rope and 

twine) ...... Rs. 00 per ton. 

(2) Hessians and all other descriptions of jute 
manufactures not otherwise specified . Rs. 80 per ton. 

3 Raw cotton At such rate n ot be 

oeeding Rs. 76 per 
bale of 400 lbs. aa 
the Contral Govern- 
ment by notifica- 
tion in the official 
Gazette may from 
time to time deter- 
mine. 

4 Rice, with or without husk, including rice 

flour, but excluding rice bran and rice dust, 

which are free Two annas and three 

pies per standard 
maund. 


Tea 


Four annas per lb.’* 
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( 2 ) The following Ordinances are hereby repealed, 
namely : — 

(a) The Indian Tariff Act (Amendment) Ordinance, 1946; xxvl ° nM# - 

(b) The Indian Tariff Act (Second Amendment) Ordi- at lmt 

nance, 1946;'' 

(c) The Indian Tariff (Amendment) Ordinance, 1947. H of 1M7. 

Inoom^Ux rod 

6. ( 1 ) Subject to the provisions of sub-sections (3), ( 4 ), < 5 ) mipw-fta. 
and (ft ), for the year beginning on the let day of April 1947— 

(a) income-rax shall be charged at the rates specified in 
Part 1 of the Schedule, and 


(b) rates of super-tax shall, for the purposes of section geXIof ]»22 
of the Indian Income-lax Act, 1922, be those specified in Part 
II of the Schedule. 

( 2 ) In making any assessment for the year ending on tk e 
31st day ol March 1948, there shall be deducted from the total 
income of an asscssee, in accordance -with the provisions of 
section 16A of the Indian Inccme-tax Act, 1822, an amount 
equal to one-fifth of the earned income, if any, included in his 
total income, but not exceeding in any case four thousand 
rupees. 

( 3 ) In making any assessment for the year ending on the 
31st day of March 1948, — 

(a) where the total income of an assessee, not being a 
company, includes any income chargeable under the head 
“ Salaries ” as reduced by the deduction for earned income 
appropriate thereto, or any income chargeable under the 
head “ Interest on securities ”, or any income from dividends 
in respect of which he is deemed under section 40B of the 
Indian Inccme-tax Act, 1022, to have paid income-tax 
imposed in British India, the income-tax payable by the 
assessee on that part of bis total income which consists of 
such inclusions shall be an amount bearing to the total 
amount of inccme-tax payable according to the rates appli- VH of iw*. 
cable under the operation of the Indian Finance Act, 104B, 
on his total income the same proportion as the amount 
of such inclusions bears to his total income ; 


(b) where the total income of_ an assessee, not being a 
company, includes any income chargeable under the head 
“ Salaries ” on wk'ck super-tax has been or might have 
been deducted under the provisi ns of sub-section (2) of 
section 18 of the Indian Income-tax Act, 1922, the super-trx 
payable by the assessee on that portion of his total in r om6 
which consists of such inclusion shall be an amount bearng to 
the total amount of super-tax payable according to the rate# 
applicable under the operation of the Indian Finance Act, ' 
1946, on his total income the same proportion as the amount 
of such inclusion bears to his total income. 
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(4) In making any assessment for the year ending on the 
31st day of March 1948, where the total income of an asseesee 
consists partly of earned income and partly of unearned in- 
come, the super-tax payable by him shall be — 

(i) on that part of the oarned income chargeable under 

the head “Salaries” to which clause (8) of sub-section 
(3) applies, the amount of super -tax computed in ac- 
cordance with the provisions of that sub-section, 
plus 

(ii) on the remainder of the earned inoome, the amount 
which bears to the total amount of super-tax whioh 
would have been payable on his total income had it 
consisted wholly of earned income the same propor- 
tion as such remainder bears to his total income, 
plus 

(Hi) on the unearned income, the amount which bears to 
the total amount of super-tax which would have been 
payable on his total income had it consisted wholly 
of unearned inoome the same proportion as the 
unearned income bears to his total inoome. 

(5) In making any assessment for the year ending on the 
31st day ofMaroh 1948,— 

(a) where the total income of a company includes any 
profits and gains from life insurance business, the 
super-tax payable by the oompany shall be reduced 
by an amount oomputed at the rate of two annas in 
the rupee on that part of its total inoome which con- 
sists of such inclusion ; 

( b ) where the total income of an assessee, not being a 

company, includes any profits and gains from life 
insurance business, the income-tax and super-tax 
payable by the assessee on that part of his total inoome 
which consists of such inclusion shall be an amount 
bearing to the total amount of suoh taxes payable 
according to the rates applicable under the operation 
of the Indian Finanoe Aot, 1942, on his total income 
the same proportion as the amount of suoh inclusion 
bears to his total income, so however that the aggre- 
gate of the taxes so oomputed in respect of suoh inclu- 
sion shall notin any case exceed the amount of tax 
payable on suoh inclusion at the rate of five annas in 
the rupee. 

(6) 'jln oases to whioh seotion 17 of the Indian Income-tax 
Aot, 1922, applies, the tax ohargeable shall be determined as 
provided in that seotion but with reference to the rates imposed 
by sub-section (I), and in accordance, where applicable, with 
the provisions of sub-seotions (3), (4) and (5) of this section. 
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(7) For the purposes of making any deduction of income- 
tax in the year beginning on the 1st day of April 1947, under 
sab-section (2) or sub-section (2B) of section 18 of the Indian 
Income-tax Act, 1922, from any earned income chargeable 
under the head “Salaries”, the estimated total income of the 
assessee under this head shall, in computing the income-tax 
to be deducted, be reduced by an amount equal to one-fifth 
of such earned income, but not exceeding in any case four 
thousand rupees. 

(8) For the purposes of this section and of the rates of 
tax imposed thereby, the expres ion “ total income ” meanB 
total income as determined f< r the pi rposes of income-tax 
or super-tax, as the case may bet, in accordance with the pro- 
visions of the Inehan-Income-tax Act 1022. and the expression 
“ earned income ” 1 as the meaning assigned to it in clause 
(6AA) of section 2 of that Act. 

7. To sub-seotion (2) of section 10 of the Indian Finance 
Act, 1942, the following proviso shall be added, namely: — xil of)M2. 

“ Provided that if it is subsequently found that th^ 
sum wei re'paiel was excessive, the excess repaymon_ 
shall be recoverable, and the provisions of law re 
feried to in sub-section (4) of seetion 2 of tho Excess 
Profits Tax Ordinance, 1943, shall apply to the XVI °f IMS. 
payment and recovery of the amount of the excess 
repayment as if Unit amount were a deposit required 
to he made under that 'section, but notwithstanding 
the provisions of sub-section (7) of section 46 of the 
Indian Income-tax Act, 1922, as applied by the x IofiW2 
said sub-section (/), such recovery may be made 
at any time.” 

THE SCHEDULE 
(See section 6’) 

Part I 

Rates of Income-tax 

A.— In the case of every individual, Hindu undivided 
family, unregistered firm and other association of persons 
not being a case to which paragraph B of this Part applies— 

Rat# 

], On the first Re. 1, MR of total income - . Nil. 

2. On the next Re. 3,fi00 of total inoom ’■ One anna in the rupee- 

3. On tho next Re. 5,000 of total Income . . Two fumae in the rupee 

4. On the next Rh. 5,000 of total income . Three and a half annas in 

the rupee, 

Five arniaB in tho rupee 


5, On tho balance of total inoome 
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Provided that — 

(i) no income-tax shall be payable on a total income 
which, before deduction of the allowance, if any, for earned 
income, does not oxcoed Rs. 2,500 ; 

(ii) the income-tax payable Bhall in no case exceed half 
the amount by which the total income (before deduction of 
the said a lowance, if any, for earned income) exceeds 
Rs. 2,500 

(in) the income-tax payable on the total income as re- 
duced by tho allowance for earned income shall not exceed 
either — 

(a) a sum bearing to half the amount by which the total 

income (before deduction of the allowance for 
earned income) exceeds Rs, 2,500 the same propor- 
tion as suoh reduced total inoome bears to the 
unreduced total inoome, or 

(b) the income-tax payable on the inoome so reduoed 

at the rates herein specified, — 
whichever is less. 

B. — In the case of every company and looal authority, and 
in every case in which under the provisions of the Indian 
XI of 1022. Income-tax Aot, 1922, income-tax is to be charged at the 

maximum rate — 

Rate 

On tho whole of total income Five annaB in the 

rupee, 

Bart II 

Rates of Super-tax 

A. — In the case of every individual, Hindu undivided 
family, unregistered firm and other association of persona, 
not being a case to which any other paragraph of this Part 


applies-'- 

Rato, if income Rate, If Inoome 

wholly earned. wholly unearned. 


1, 

On the first Ra. 25,000 of 
total inoome . 

Nil 



Nil. 

2. 

On the next Rs. 5,000 of 

Two annas 

in 

the 

Three nnnaa in tho 

3. 

total Inoome. 

On the next Rs. 5,000 of 

rupee. 

Two and a half annas 

rupeo. 

Three and a half 

4, 

total inoome. 

On the ruxt Rb. 10,000 of 

in the rupee 
Throo annas 

in 

the 

annas in tho rupoe. 
Four annas in tho 

6, 

total income. 

On tho Rs. 10,000 of 

rupee. 

Four annas 

in 

the 

the rupeo. 

Five annas in the 

6. 

total income. 

Onthe m^t Rb. 10,000 of 

rupeo, 

Five annas 

in 

the 

rupee. 

Six annas in the rupee. 

7. 

total in ■ iiflfl. 

On tho n ixt Rb. 10,000 of 

rupee. 

Six annas 

in 

the 

Seven annas in tho 

8. 

total income. 

On the next Ra, 15,000 of 

rupee. 

Seven annas 

in 

tho 

rupee. 

E tftht annaa in the 

9 , 

total income. 

On the next Rs. 15,000 of 

rupee. 

Fifth t annas 

in 

the 

rupee. 

Nine annaa iti the 

10. 

total income. 

On the next Rs. 15,000 of 

rupee. 

Nine annas 

in 

tho 

rupee. 

Ten annas in the 

11. 

total income. 

On tho next Rs. 30,000 of 

rupee. 

Ten annas 

in 

the 

rupee. 

Ton and a half annaa 

12. 

total inoome. 

On the balance of total 

rupee. 

Ten and a half annas 

in the rupee. 

Ton and a half annas 

Income. 

in the rupee. 



in the rupee. 
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[B. — In tlie case of every local authority — 

Rate 

Onthe whole of total income Two annas in the 

rupee. 

C. — In the case of an association of persons being a co- 
operat ve society, other than the Sanikatta Saltowners’ 

Sooiety in the Bombay Presidency, for the time being regis- 
tered under the Co-operative Societies Act, 1912, or under Hof 1012. 
an Act of a Provincial Legislature governing the registration 
of co-operative societies— 

Rate 

(1) On the first Rs. 25,000 of total 

income . , . . .Nil. 

(2) On the balance of total income” Two annas in th® 

rupee. 

I).— In the' case of every company- — 


Rate 

[ On the whole of total income . Two annas in the 

rupee. 

and in addition, in respect of that part of the total income 
(as reduced by the amount of dividends payable at a fixed 
rate) wlrch does not exceed the amount of dividends, not 
being dividends payable at a fixed rate, declared in British 
India in respect of the whole or part of the previous year 
for the assessment for the year ending on the 31st day of 
March 1948, on the amount by which such part — 

Rate 

(а) exceeds 30 per cent., but does not 
exceed 40 per cont., of the total 

income as so reduced . . Three annas in the 

rupee. 

(б) exceeds 40 per cent., but does not 
exceed 50 per cent., of the total 

income as so reduced . . Five annas in the 

rupee. 

(c) exceeds 50 per cont. of the total 

income as so reduced . . Seven annas in the 

rupee : 

Provided that — 

( i ) no additional super-tax shall be payable where such 
part is less than, or equal to, five per cent, on the capital of 
the company ; 
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XI of 1022. 


XU of 1042. 
XVI of 1048. 


XVI of 1981 


(ii) where such part is more than five per cent, on the 
capital of the company, the additional super-tax payable 
shall be reduced by the amount of additional super-tax whioh 
would, but for the provisions of clause (i) of this proviso, 
have been payable had Buch part been equal to five per cent, 
on the oapital of the company ; 

(Hi) the additional super-tax shall be payable only by a 
company in which the publio are substantially interested 
within the meaning of the Explanation to sub-section ( 1 ) of 
section 23A of the Indian Income-tax Act, 1922, or a sub- 
sidiary company of such a company where the whole of the- 
sharo capital of such subsidiary company is held by the parent 
company or by the nominees thereof. 

Explanation . — For the purposes of this paragraph,— 

(a) the expression “ capital of the comp any ” shall he 
deemed to mean the paid-up share capital at the beginning 
of the previous year for t, e assessment for the year ending 
on the 31st day of March 1948 (other than oapital en- 
titled to a dividend at a fixed rate) plus any reserves 
other than depreciation reserves and reserves for bad or 
doubtful dobts at the same date as diminished by the' amount 
on deposit on the same date with the Central Government 
under section 10 of the Indian Finanoe Act, 1942, or seotion 2 
of the Excess Profits Tax Ordinance, 1943 : 

(i b ) the expression “ dividend ” shall be deemed to include 
any distribution included in that expression as defined in 
clause (GA) of s ction 2 of th > Indian Income-tax Act, 1922, 
and any such distribution made during the year ending on 
the 31st ay of March 1948 shall be deemed to have been made 
in respect of the whole or part of the previous year ; 

(c) where any portion of the profits and gains of a com- 
pany is not included in its total income by reason of such 
portion being exempt from tax under any provision of the 
Indian Income-tax Act, 1922, the capital of th company, 
the total amount o'’ dividends and the amou it of dividends 
payable at a fixed rate shall each be deemed to be the pro- 
portion thereof that the total income of the company bears 
to its total profits and gains. 


Declaration under the Provisional Collection of Taxes Act, 

1931 

It is hereby declared that it is expedient in the publio 
interest that the provisions of sub-clauses (1) and (2) of clause 
5 of this Bill, so far as they relate to tea, shall have immediate 
effect under the Provisional Collection of Taxes Act, 1931. 
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STATE! I ENT OF OBJECTS AND REASONS 
The object of this Bill is to discontinue the salt duty ; to continue the 
existing rates of inland postage ; to oontinue the additional duties of customs 
imposed by section 0 of the Indian Finance Act, 1942, as modified by section 
5 of the Indian Finance Act, 1940 ; to continue tho temporary duties of oustoms 
and enhanced rates of dutios of customs imposed on raw jute, jute manufac- 
tures and raw cotton by the Indian Tariff Act (Amendment) Ordinances 
XXVI and XXVII of 1940 ; to levy an onhanced duty of customs on the 
export of tea ; to fix rates of inoome-tax and super-tax and to make certain 
provisions relating to income-tax, super-tax and ox cess profits tax, 

New Dei, hi ; 

The 27th February 1947. LIAQUAT ALI KHAN- 


NOTES ON CLAUSES 

Clause 2 provides that no duty shall be levied on salt manufactured 
in, or imported into, British India during the year beginning on the 1st April 
1947. 

Clause 3 provides for the continuance for a further period of one year 
of the present inland rates of postage. 

Clause 4 provides for tho continuance for another year of the additional 
customs duties imposed by section 6 of Act XII of 1942, subjeot to certain, 
modifications made by section 5 of Act VII of 1946. 

Clause 5 provides for the continuance of the temporary duties of cus- 
toms and enhanced rates of duties of customs imposed by the Indian Tariff 
Act (Amendment) Ordinances XXVI and XXVII of 1940 on raw jute, jute 
manufactures and raw cotton exported from India and for tho levy of an 
enhanced export duty on tea. 

Clause 6 read with the Sohedule provides for the imposition of inoome- 
tax and super-tax at certain rates for one year. 

Clause 7 provides for the recovery of any excess refund of excess- 
profits tax deposits. 

The tolluvdng 13 i II ^ was mftodueed in the Legislative) Assembly on the 28th 
February, 1947 

L. A. Bill No. 28 or 1947 

A Bill further to amend the Indian Income-tax Act, 1922, and 
the Excess Profits Tax Act, 1940. 

Whereas it is expedient further to amend the Indian 
Income-tax Act, 1922, and tho Excess Profits Tax 
Act, 1940, for the purposes hereinafter appearing ; 

It is hereby enacted as follows : — 

CHAPTER I 
Preliminary 

1. ( 1 ) This Aot may be oalled the Inoome-tax and Excess 
Profits Tax (Amendment) Act, 1947. 

(2) It shall come into force on suoh date as the Central 
Government may, by notification in the official Gazette, 
appoint, 

•The Guvnor General has been pi™ sod to g vn tho previous sanotion required by 
sub-seofcion ( ’) of motion 07 of (ho Government of India Aot, os saved from repeal by para- 
graph 12 of th- G ivornment of Ind'a (Common cent ml and Transitory Provisions) Order 
1930, to the introduction in tho L< gislative Asm mbly of thin Bill. 


XI of 1922. 
XV of 1 940. 


Short title an di 
commencement. 




10b 


Anwadmeni 
of seotion 2, 
Aot XI of 
1922 • 


Amondmoat 
•of seotion 1, 
Aot XI of 
4022 . 


Amendment 
of aootion 
4A, Aot XI 
■of 1 022. 

Amendment 
of teotlon 6, 
Aot XI of 
1922. 
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CHAPTER II 

Amendments of Act XI of 1922 

2. In seotion 2 of the Indian Inoome-tax Aot, 1922 (here* 
after in this Chapter referred to as the said Aot), — 

(a) olause (4A) shall be renumbered aa olauae (IB), and 
after clause (4) the following olauae shall be inserted, 
namely : — - 

‘(4A) “oapital as set” means any property (other than agri- 
cultural land) or any aotionable olaim in respect of 
any suoh property held by an asseasee, whether or not 
oonneoted with his business, profession or vooation, 
but does not include any stook-in-trade, consumable 
stores or raw materials held for the purposes of his 
business, profession or vooation ; ’ 

(b) for the Explanation to olauae (6A) the following Bhall b« 
substituted, namely : — 

‘Provided further that the expression ‘ ‘accumulated profits”, 
wherever it ooours in this clause, shall not inolude 
oapital gains of any previous year prior to the pre- 
vious year for the assessment for the year ending 
on the 31st day ofMaroh 1948 ; * 

(c) in olause (60), after the word and figures “section 10’” 
the words, figures and letter “and any oapital gain oharge- 
able according to the provisions of seotion 12B” shall be 
inserted ; 

(d) in olause (15), for the words “ does not apply ; and ” 
the words “does not apply and exoept any oapital gain which is 
not includible in the total inoome of an assessee ; " Bhall be 
substituted. 

3. In sub-seotion (3) of section 4 of the said Aot, — 

(а) to olause (iv) the words “and any oapital gains of the 
Fund arising from the sale, exchange or transfer of suoh secu- 
rities ” shall be added ; 

(б) in olause ( vii ), after the words’^” Any receipts ” the 
words, figures and letter “ not being oapital gains ohargeable 
according to the provisions of section 12B and ” shall be 
inserted. 

4. To olause (c) of seotion 4A of the said Act, the words 
1 aooount not being taken in either oase of income chargeable 
under the head “Capital gains” ' shall be added. 

5 . To seotion h of the said Aot the following olause shall 
be added, namely : — 

“ ( vi ) Capital gains ”. 
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6. After section 12A of the said Act the following seotion 
shall be inserted, namely : — 

‘ 12B. ( 1 ) The tax shall be payable by an assessee under the 
head “Capital gains’’ in respect of any pro- 
Cajjitai gaim. fits 0 r gains arising from the sale, exchange 
or transfer of a capital asset ; and such profits 
and gains shall be deemed to be income of the previous year in 
which the sale, exohange or transfer took place : 

Provided that where the amount of capital gains in the pre- 
vious year does not exoeed five thousand rupees, the tax shall 
not be payable by the assessee and such amount Bhall not be 
inoluded in his total income : 

Provided further that any distribution of capital assets 
on the total or partial partition of a Hindu undiv ded family, 
or on the dissolution of a firm or other association of persons, 
or on the liquidation of a company, or under a deed of gift, be- 
quest, will or transfer on trust shall not, for the purposes of 
this seotion, be treated as sale, exohange or transfer of the 
capital assets. 

(1) The amount of a capital gain shall be computed after 
making the following deductions from the full value of the 
consideration for which the sale, exohange or transfer of the 
capital asset is made, namely : — - 

( i ) expenditure inourred solely in connection with such 
sale, exohange or transfer ; 

(it) the actual cost to the assessee of the capital asset, 
including any expenditure of a capital nature in- 
curred and borne by him in making any additions 
or alterations thereto, but excluding any expendi- 
ture in respect of which any allowance is admissible 
under any provision of sections 8, 9, 10 and 12 : 

Provided that where the capital asset is an asset in res- 
peot of which the assessee has obtained depreciation allow- 
ance in any year; the actual cost of the asset to the assessee 
shall be its written down value, as defined in seotion 10, in- 
creased or diminished, as the case may be, by any adjust- 
ment made under clause (vii) of sub-section (2) of that sec- 
tion : 

Provided further that where the capital asset became the 
property of the assessee before the 1st day of January 1939, 
he'may, on proof of the fair market value thereof on the said 
date to the satisfaction of the Income-tax Offioor, substi- 
tute for the actual cost such fair market value which shall 
be deemed to be the actual cost to him of the asset, and whioh 
shall be reduced by the amount of depreciation, if any, al- 
lowed to the assessee after the said date and increased or 
diminished, as the case may be, by any adjustment made 
under clause (vii) of sub-section (2) of seotion 10 : 


Insertion of 
new Motion 
12B in Aot 
XI of 1922. 
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Provided further that where the capital asset was on any 
previous occasion the subject of negotiations for its salo, ex- 
change or transfer, any option or other money received and 
retained by the assessee in respeot of such negotiations shall 
be deducted in computing the actual cost to him of such 
asset, 

(3) Where any capital asset beoame the property of the 
assessee under any of the circumstances referred to in the 
second proviso to sub-seotion (I), its aotual oost allowable 
to him for the purposes of this section shall be its aotual oost 
to the previous owner thereof, and the provisions of sub- 
seotion (2) shall apply accordingly ; and where the aotual 
oost to the previous owner cannot be ascertained, the fair 
market value at the date on which the capital asset beoame 
the property of the previous owner shall be deemed to be the 
aotual oost thereof.’ 

Amendment 7. In clauso (c) of sub-section (2) of seotion 14 of the said 
Aot, after the words “ are assessable under ” the words, figures 
1022 and letter “ section 12B or ” shall be inserted. 

Arnendmont 8. To seotion 17 of the said Aot the following sub-section 
Aot 0 °Xi a 'of shall be added, namely 

1022 * “ (6) Where the total income of an assessee, not being a 

oompany, includes any capital gain from the sale, exchange 
or transfer of a capital asset which has been possessed by 
the assessee for more than two years, the tax, including super- 
tax, payable by him on his total income shall not exceed the 
tax, including super-tax, payable on his total income as re- 
duced by the amount of such capital gain plus income-tax 
at the maximum rate on suoh amount.” 

Amondment 9. To section 18A of tho said Aot the following sub- 
ISA Aot* XI se °tion shall be added, namely : — 

of 1922. ‘(12) Any incomo chargeable under tho head “Capital 

gains ” shall not be taken into account for any of tho pur- 
poses of this seotion.’ 

Amendment io. In section 24 of the said Aot, after sub-section (2) the 
24 , Aot xi following sub-sections shall be inserted, namoly 
of1022, ‘ (2 A ) Notwithstanding anything contained in sub-section 

(I), where the loss sustained is a loss falling under the head 
“Capital gains ”, such loss shall not he set off except against 
any profits and gains falling under that head. 

(2B) Where an assessee sustains a loss such as is referred 
to in sub-section (2 A ) and the loss carrot bo wholly set off 
in accordance with the provisions of that sub-section, the 
portion not so set off shall be carried foi word to the following 
year and set otf against capital gains for that year, and if it 
cannot be so set off, the an cunt thereof rot so set off shall 
ho carried fe rv ard to tho folJcwirg year and so on, so however 
that no such loss shall be so carried forward for more than six 
years : 
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Provided that \vhore the Ions sustained in any previous 
year does not exceed five thousand rupees, it shall not be 
carried forward.’ 

11 . To section 38 of tho said Act the following clause 
shall be added, namely : — 

“(4) require any dealer, broker or agent or any pe son 
concerned in the management of a stock or comma dity Ex- 
change to furnish a statement of the names and addresses 
of all persons to whom he or the Exchange has paid any sum 
in connection with the sale, exchange or transfer of a capital 
asset, or on whoso behalf or from whom he or the Exchange has 
received any such sum , together with particulars of all such 
payments and reoeipts. ” 

12 . In section 42 of the said Act, — 

(a) for the marginal heading the following shall bo sub- 

stituted, namely : — 

“ Income deemed to aoerue or arise within British 
India ” ; 

( b ) in sub-section (7), after the words “in cash or in 

kind, ” tho words “or through or from the sale, 
exchango or transfer of a capital asset in British 
India, ” shall be inserted. 

13 . To section 43 of the siid Act the following Explana- 
tion shall be added, namely : — 

“ Explanation — A person, whether residing in or out of 
British Iijdia, who acquires, whether by sale, exchange or 
transfor, a capital asset in British India from a person residing 
out of British India shall, for the purposes of charging to tax 
the oapital gain arising from such salo, exchange or transfer, 
be deemed to have a business connoction, within the mean- 
ing of this section, with such person residing out of British 
India.” 

14 . In clause (d) of sub-section (7) of section 680 of the 
said Act, after the words “securities purchased therewith, ” 
tho words "and of any capital gains arising from the sale, 
exchange or transfer of capital assets of the fund, ” shall bo 
inserted. 

16 . In section 58R of the said Act, after tho words “de- 
posits of an approved superannuation fund ” the words “ and 
any capital gains arising from the salo, exchange or 
transfer of capital assets of such fund ” shall be inserted. 


CHAPTER III 

Amendments of Act ATE of 1940. 

18 . In section 15 of the Excess Profits Tax Act, (here- 
after in this Chapter referred to as the said Act), the words 
“within five years of the end of the chargeable accounting 
period in question” shall be omitted. 


A mendment 
of section 38, 
Act XI of 
1022. 
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1022. 
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17 . After section 26 of the said Act the following section 
shall he inserted, namely : — 

"20A. (7) If on an application made to it through the' Ex- 

Further power i cess Profits Tax Officer, the Central Board of 
if Central Board Revenuo is satisfied that a person who in a 
grant^oeHain re° chargeable accounting period ending on the 
lief. 31st day of March 1946, carried on a business 

the profits of which for any chargeable 
accounting period are charged with excess profits tax, — 

( i ) incurred during the period commencing on the Istf day of 
April 1946 and ending on the 31st day of December 1947 in 
connection with that business, — 

(a) expenditure on the removal of works constructed for 

protection against enemy attack ; 

( b ) where under the orders of a competent authority the 

business -was wholly or partly n moved during the 
war, expenditure on again removing the business 
or part thereof ; 

(c) where any physical assets held for the purposes of the 

business were altered to adapt them to war conditions, 
expenditure on re-adapting them to normal require- 
ments ; 

(d) expenditure in consequence of the termination of any 
contraot for the supply of goods, materials or 
services, or the lease of buildings or machinery to him, 
where that contract is terminated by reason of the 
termination of a contract for the provision by him of 
goods, materials or services for the purposes of the 
war ; or 

(ii) inourred during the period commencing on the 1st 
day of April 1946 and ending on the 31st day of December 1947, 
a loss on the sale of trading stock held on the 31st day of March 
1946 for the purposes of the business ; or 

(Hi) incurred in any accounting period erdirg on or before 
the 31st day of March 1940 in connection with that business any 
expenditure referred to in the sub-clauses of clause ( i ) which, 
except under the provisions of this sub-section, is not 
allowable, either wholly or partly, in computing the profits of 
such accounting period : — 

the Central Board of Bevenue may direct that such allow- 
ance as it thinks just shall be made in computing the profits of 
the business during the chargeable accounting period ending 
on the 31st. day of March 1040, and effect shall be given to 
such direction by repayment or otherwise, as the case may 
require : 

Provided that in giving any such direction, the Central 
Board of Revenue may impose such conditions as it considers 
appropriate : 
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Provided further that where the applicant satisfies the Cen- 
tral Board of Revenue that it was not possible to complete 
any work referred to in sub-clauses (a), (b) and (c) of clause (i) 
within the period specified in that clause, the Central Board of 
Revenuo may extend the said period to such dato as it consi- 
ders reasonable : 

Provided further that, where any change has taken place in 
the persons carrying on the business, thfi persons carrying it on 
after the change shall have the same right to make an applica- 
tion under this sub-section in respect of any expenditure 
referred to in sub-clauses (b) and (c) of clause (i) as the 
persons previously carrying on the business would have had if 
there had been no such change. 

(2) Where an accounting period inoluded, but did not end on, 
the l-i 1 st day of March 1046, all expenditure referred to in the sub- 
olauses of clause (i) of sub-section (7) which would, apart from 
the provisions of this sub-section andruloll of Schedule I, be 
allowable as a deduction in computing the profits of the said 
accounting period, shall be treated for tho purposes of sub- 
section (7) as if it were incurred after that day, and if an 
application is made under this section, no deduction from, or 
in computing, the profits of any accounting period or charge- 
able accounting period shall bo allowed in respect of such 
expenditure otherwise than under sub-section (I). 

( 3 ) Where a change takes place in the persons oarrying on a 
business, or a person carrying on a business, being a body 
corporate, becomes or ceases to be a subsidiary company or 
principal company within the meaning of suh-section (6) of 
section 9, and where except for the happening of that event 
relief would bo allowable under this section, the Central Board 
of Revenue may, if it thinks fit, allow such relief under this 
section as it considers just, having regard to the extent to 
which the persons directly or indirectly interested in the 
business or body corporate, as the case may be, before the 
change remain interested therein after the change.” 


18 . To the first paragraph of rule 11 of Schedule I to the 
said Act the following proviso shall be added, namely : — 

“ Provided that where any loss or expenditure incurred 
during the period commencing on the 1st day of April 1946 and 
ending on the 31st day of December 1947 is reasonably and 
properly attributable, wholly or partly, to any chargeable 
accounting period or standard period, such deduction as 
appears to the Excess Profits Tax Officer to be reasonable 
shall be allowed in computing the profits of such chargeable 
accounting period or standard period ; and any relief 
aooruing from such deduction shall be given by repayment or 
otherwise, as the case may require.” 


Amendment- 
of Schedule 
I, Act- XV 
of 1040. 
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STATEMENT OF OBJECTS AND REASONS 

The main objeot of this Bill is to include in the Indian Income Tax Aot. 
1922 provisions enabling income-tax to be levied on a profit or gain 
-arising from the sale, exohange or transfer of a oapital asset. For this pur- 
pose several amendments to the Income-tax Aot are necessary. In add tion 
the Bill seeks to amend the Excess Profits Tax Aot mainly by making pro- 
vision for terminal losses ooourring after the excess profits tax has ceased 
but which are properly attributable to the excess profits tax period. The 
main provisions of the Bill are explained in the Notes on Clauses below. 

New Delhi ; LJ AQUAT ALI KHAN 

The 27 Ih February, 1947. 

NOTES ON CLAUSES 
Chapter II 

Clause 2. — Sub-clause (a) defines “ oapital asset ” as meaning any pro- 
perty (other than agricultural land) or any actionable claim in rospeot of suoh 
property held by an assessee, but it does not include suoh items as stook-in- 
trade whioh would properly be taken into aocount in determining his profits 
And gains ohargeable under section 1 0 of the Aot. 

Sub-clause ( b ). — The effeot of this amendment is to make accumulated 
capital profits now exempt taxable but not if they are oapital gains of any 
previous year prior to the previous year for the assessment year 1947-48, 

Sub-clause (c) enlarges the definition of ‘ income ’ so as to include oapital 
gains ohargeable under the new section 12B. 

Sub-olause ( d ) seoures that in the case of a non-resident 1 oapital 'gains’ 
arising outside British India are not included in his total world inoome. 

Clauses 3 {a), 14 and 15 — make only consequential oha lges to exempt 
capital gains in the oase of Provident and Superannuation Funds which may 
consist inter alia of suoh gains. 

Clause 3 (6)— is intended to withdraw exemption from tax in the oase of 
a oapital gain falling under seotion 12B even though it may be of a casual or 
non-recurring nature. 

Clause 4 — amends section 4A(c) so as to exolnde oapital gains for the 
purposes of determining the residence of a company on the basis of more than 
half the inoome arising in British India. 

Clause 5 — adds to seotion 6 another head of inoome, namely, " Capital 
gains ”. 

Clause 6— adds a new section 12B to the Act. Under sub-clause (1) 
oapital gains are deemed to be income and income of the previous year 
in whioh the sale, exchange or transfer takes place. According to the first 
proviso if the amount of apital gains in the previous year does not exceed 
five thousand rupees, it will be ignored and not included in the assessee’s 
total income. This will exclude assessment of small gains made in the disposal 
nf personal effeots or otherwise. The second proviso lays down that any dis- 
tribution of assets on the partition of a Hindu undivided family, or on the 
dissolution of a firm or other association of persons or on the liquidation of a 
company or under a deed of gift, bequest, will or transfer on trust is not 
treated as sale, exohange or transfer, 
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Sub-clause (2) provides the method of computing the amount of a capital 
gain. From the full value of the consideration is to be deducted any expen- 
diture incurred in the sale, exchange or transfer of the capital asset and 
its aotual cost to the assessee including any capital expenditure incurred by 
him in making additions or alterations thereto. The cost is, however, to be 
reduced by any option or other money received in connection with any previous 
negotiation for sale, exchange or transfer. Where the capital asset is one in 
respeot of whioh the assessee has obtained depreciation allowance, the cost is 
to be reduoed to the written-down value of the asset subjeot to an inoreaBe or 
decrease to be made by the amount assessed or an allowance made under 
seotion 10(2) (vii) of the Act. 

In the case of assets acquired prior to the lBt January 1939, as it is 
not sought to assess any appreciation occurring prior to that date, the 
assessee has been given the option to substitute for the cost the fair 
market value of the asset on that date. 

Clause 7 — amends section 14(2) (c) so as to provide that the exemption 
conferred therein on profits arising in an Indian State does not apply 
to capital gains. 

Clause 8 — adds another sub-seotion to section 1 7 of the Aot to secure that 
in the case of assets held by the assessee for more than two years, 
the tax payable on capital gains arising therefrom will not exceed the income- 
tax on suoh capital gains at the maximum rate. 

Clause 9 — amends section 18-A. “Capital gains” will not be taken 
into aooount for any of the purposes of this section. 

Clause 10 — A loss sustained in the sale, exchange or transfer of a capita) 
asset in any year will be set off against a capital gain made in that year. 
As in the oase of profits, a loss which does not exceed five thousandJ’IrupeeB will 
be ignored 

Carry forward of suoh losses will be allowed for six years, but a set off 
will be permissible only against capital gains. 

Clause 11 — amends section 38 to enable the Income-tax Officer to require 
any dealer, broker, agent or any person concerned in the management of a 
commodity Exchange to furnish particulars of any payments or receipts con- 
nected with the sale, exohange or transfer of a capital asset. 

Clause 12 — amends section 42 so that gains arising from the sale, exchange 
or tran afer of a capital asset in Britis h India will be deemed to be income aooru- 
ing or arising in British India. 

Clause 13 — amends section 43 so that a person to whom a non-resident 
sells his assets in British India can be treated as his agent. If he is treated as 
agent, he will be liable to pay the tax on the capital gains made by the non- 
resident principal and the tax can be recovered from the agent’s assets in 
British India including the assets sold or transferred to him by the non- 
resident principal. 
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Provided that where the functions of a company or of 
a society incorporated by or under any enactment consist 
wholly or mainly in the holding of inves merits or other pro- 
perty, the holding of the investments or property shall be 
deemed for the purpose of this definition to be a business 
carried on by such company or society ; 

Provided further that all businesses to which this Act 
applies carried on by the same person shall bo treated as one 
business for the purposes of this Act ; 

(3) " chargeable accounting period ” means— 

(а) any accounting period falling wholly within the term 
beginning on the first day of April, 1940, and ending on the 
thirty-first day of March, 1947 ; 

(б) where any accounting period falls partly within and 
partly without tho said term, such part of that accounting 
period as falls within the said term ; 

(4) " company ” means a company as defined in the 

Indian Companies Act, 1913, or formed in pursuance of an Vii of 191 S. 
Act of Parliament or of Royal Charter or Letter' Patent, or 
of an Act of the Legislature of a British possession or of a law 
of an Indian [State, and includes any foreign association, 
whether incorporated or not, which the Central Board of 
Revenue may, by general or special order, declare to be a 
company for the purposes of this Act ; 

fli) 11 control of n eoinpa iv ’ me ns control direct or 
indirect of more than on ■ half of the voting power attached 
to tlie total issued paid-up share capital of the company, 
or control vested by its Memorandum and Articles of 
Association otherwise than by reference to such voting power : 

Provided that the voting power attached to shares held 
by a nominee or trustee for any person shall he deemed for 
the purpose of this de notion to be hold by that person ; 

(6) “defieienev of profits” means — 

(j) where profits have 1 een made in any chargeable ac- 
counting period, the amount by which suoh profits 
fall short of a sum bearing to the sum of one lakh of 
rupees the same proportion as tho chargeable 
accounting period bears to a period of one year : 

( ii ) whore a loss has been made in any chirgeable ao- 
i ounting peri d. the amount of the loss added to an 
amount bearimr to the sum of one lakh of rupees the 
same proportion as tho chargeable accounting period 
hears to a period of one year ; 

(7) “director” includes any person occupying the posi- 
tion of a direotor by whatever name called and also includes 
any person who — 

(t) is a manager of the company or concerned in the 
management of the business and 

(ii) is remunerated out of the funds of the business, and 

(iii) is the beneficial owner of not less than twen y per 
cent, of the ordinary share capital of the company ; 
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(8) “dividend” has the same meaning as in seotion 2 of 
the Indian Income-tax Aot, 1922 ; 

(9) “fixed rate” in relation to dividends on share capita], 
other than ordinary share capital, includes a rate fluctuat- 
ing in aooordance with the maximum rate of income-tax ; 

(10) "loss” means a Iosb computed in the same manner 
-is, for the purposes of this Act, profits are to be computed ; 

(11) “ordinary share capital”, in relation to a company 
means all the issued share capital (by whatever name 
called) of the company, other than oapital the holders where- 
of have a right to a dividend at a fixed rate but have no 
other right to share in the profits of the company ; 

(12) ‘‘person” includes a Hindu undivided family ; 

(13) “prescribed” means prescribed by rules made under 
thiB Aot ; 

(14) “profits” means profits as determined in accordance 
with the Sohedule ; 

(15) “taxable profits” means the amount by which the 
profits dining a chargeable accounting period exceed the sum 
which bears to the sum of one lakh of rupees the same- 
proportion as the ohargeable accounting period bears to a 
period of one year. 

3. (1) Every Commissioner of Inoome-tax, Appellate 
Assistant Commissioner of Income-tax, Inspecting Assistant 
Commissioner of Inoome-tax and Income-tax Officer shall have 
the like powers under this Act and in relation to the same area 
and oases as he exeroises under the Indian Income-tax 
Aot, 1922. 

(2) All offioers and persons employed in the execution of 
this Aot shall observe and follow the orders, instructions 
and directions of the Central Board of Revenue : 

Provided that no such orders, instructions or directions 
shall be given so as to interfere with the discretion of the 
Appellate Assistant Commissioner of Inoome-tax in the 
exercise of his appellate functions. 

4. Subject to the provisions of this Aot, there shall, in res- 
pect of any business to which this Act applies, be charged, 
levied and paid on the amount of the taxable profits during 
any chargeable accounting period , a tax (in this Act referred to 
as “business profits tax”) which shall be equal to twenty- 
five per cent, of the taxable profits : 

Provided that any profits whioh are, under the provisions of 
sub-section (3) of section 4 of the Indian Income-tax Aot, 
1922, exempt from income-tax, and all profits from any busi- 
ness of life insurance shall be totally exempt from business 
profits tax under this Act. 
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5. This Act shall apply to every business ofwhioh any part Application of A«*. 
the profits made during the chargeable accounting period is 
ohargeable to income-tax by virtue of the provisions of sub- 
-olause (I) or sub-clause (ii) of clause (6) of sub'-seotion (1) of 
section 4 of the Indian Income-tax Act, 1 922, or of clause (c) XI of 192 S 
-of that sub-section : 

Provided that this Aot shall not apply to any business the 
whole of the profits of which accrue or arise without British 
India where such business is carried on by or on behalf of a 
person who is resident but not ordinarily resident in British 
India, unless the business is controlled in India : 

Provided further that this Act shall not apply to any income, 
profits or gains of business accruing or arising within an Indian 
State unless such income, profits or gains are received or deemed 
under the provisions of the aforesaid Act to be received in or 
are brought into British India in any chargeable accounting 
period, or are assessable under seotion 42 of that Act. 

0. Where a deficiency of profits occurs in any chargeable Beiiaf on 
accounting period in any business, the taxable profits of the g*”°***g"*°* 
business shall be deemed to be reduced and relief shall prom*/ 7 
be granted in accordance with the following provisions : — 

(a) the aggregate amount of the taxable profits for the 
previous ohargeable accounting periods shall be deem- 
ed to be reduced by the amount of the deficiency 
of profits and the amount of business profits tax 
payable in respect thereof shall be deemed to be re- 
duced accordingly, and the relief necessary to give 
effeot to the reduction shall be given by repayment 
or otherwise ; 

( b ) where the amount of the deficiency of profits exceeds 
the aggregate amount of the taxable profits for the 
previous chargeable accounting periods or where 
there is no previous chargeable accounting period, 
the balance of the deficiency of profits or the whole of 
the deficiency, as the case may be, shall be-applied in 
reducing any taxable profits for the next subsequent 
chargeable accounting period, and if and so far as it 
exceeds the amount of those profits, any taxable 
profits for the next subsequent ohargeable accounting 
period and so on . 

7. As from the date of any change in the persons oarrying Oh*ng« 
on a business, the business shall be deemed for all the purposes 

of this Aot to have been discontinued and a new business to 
have been commenced. 

8. ( 1 ) Where any interest, annuity, or other annual pay- 
ment, or any royalty or rent, is payable by one company to intwwonwNrtid 
another company, and one of those companies is a subsidiary 

of the other, or both are subsidiaries of a third company, and 
the recipient company is resident outside British India, no 
allowance shall be made in respect of such payment in 
oomputing the profits or losses of the paying oompany. 
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(2) Where — 

(a) a company (hereinafter referred to as ‘the principal") 
is resident in British India and is not a subsidiary 
of anv other cnnrpanx resident in British India • 
and 

(h) dining the whole or any part of any chargeable ao 1 
counting period of the principal, another company 
resident or carrying on business within British India 
(hereinafter referred to as “tin «uh- idian ") is a 
subsidiary of i!< juim pa! 

he profits or leases of the sub rdiary toi such chargeable 
accounting period 01 part thetedf shall be treated for the 
purposes of this Act as it thee weie profits 01 losses 
arising from the businets of the principal 

Provided that the profit n of tho subsidiary so treated shall 
not be exempted from business profits tax iri the hands of the 
prineipal by reason of any' exemption applicable to the 
principal under the proviso to section 4. 

(,?) Where the chargeable accounting periods ot the princi- 
pal arid subsidiary are not co-terminous, such fin ision and 
apportionment of the profits or losses of the subsidiary for any 
chargeable accounting period shall be ir.uh as will allocate 
the due proportion thereof to i lie tern live chargeable ac- 
counting period or periods of the principal , and such division 
and apportionment shall be b\ reference to the proportion 
that the number of days of the chargeable accounting period 
of the subsidiary’ falling within the relative chargeable ac- 
counting period or periods of tho principal benis to the total 
number of dav.s in the chargeable accounting period of the 
subsidian 

(4) For the purposes of tins section a company shall be 
deemed to he a subsidiary of another’ company if and so long 
as not less than four-fifths of its ordinary s h at t capital is 
beneficially owned by that other company, whether directly 
or through another company or other companies or partly 
directly’ and partly through another’ company or other com- 
panies, 

(5) The business profits tax payable by virtue of this 
section by tho prrincipRl shall, for the purposes of section 10, 
be allocated by the Income-tax Officer to tho respective 
companies concerned in such proportion ns in his opinion is just. 

9. Whine au individual is entitled to profits arising from 
more than one business, ot which ni least one js carried on by 
Aggregation of a firm m which he is a partner, the Income-tax Officer may, 
profltB in csrtom y le prim sanction ot the Inspecting Assistant f'om- 

missioner of Income-tax, aggregate the shares of such indivi- 
dual in the profits or losses of all ot such businesses and treat 
the sum of such aggregation as tbe profits of a business carried 
on bv such individual and assess him accordimrlv 
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Provided that if the accounting periods of such businesses 
are not co terminous, the Income-tax Officer shall determine 
in respect of such individual his chargeable accounting period 
and shall make such divisions, apportionments and aggrega- 
tion of the shares of such individual in the profits or losses 
of the several businesses as may be necessary to determine for 
such chargeable accoun ing period the total profits end gains 
of' such individual therefrom : 

Provided further that for tho purposes of this section, a 
company, which is neither one in which the public are sub- 
stantially" interested, as defined in the Explanation, to sub- 
section (?) of section 23A of the Indian Income-tax Act, 

1922, nor a subsidiary company as defined in sub-section (4) Xi of tosa 

of section 8 of this Act, shall ho doomed to be a firm in which 

the persons having an interest in the company are partners. 

or. in the case of a sole-shareholder, a business carried on by 

that sole-shareholder, and the profits of such company shall 

he computed accordingly 

Provided further that any piofits ot losses so aggregated 
for assessment upon an individual shall be excluded from tht 
profits or losses of the respective businesses for the purposes 
of this Act ; and no assessment under this Act shall be made 
in respect of any such business save in the name of the other 
partners therein 

10. The amount of the business profits tax payable by Allowance of 
any person for any chargeable accounting period shall, in bu«ineeB proatt* 
computing total income for tho purposes of the relevant ^ 0 , I ^ B 'fo™ pwtlI1K 
income-tax or super-tax assessment, he allowed as a doduo- luoowe-tar 

tion : purposes 

Provided that where, under the provisions of this Act 
relating to deficiencies of profits relief is given by 7 way of 
repayment, from business profits tax chargeable for any 7 charge- 
able accounting period previous to that in which the defi- 
ciency 7 occurs, the amount of the deduction allowed shall 
not he altered, but the amount repayable shall be taken into 
account in computing the profits and gains of the business 
for the purposes of income-tax as if it were a profit of the 
business accruing in the previous year (as determined for 
that business for the purposes of the Indian Income-tax Act, 
lfi22) in which the deficiency of profits occurs. of 192i 

11. (?) The Income-tax Officer may. for the purposes of I «u« of notioe for 

this Act. require any" person whom he believes to he engaged .. 

in any 7 business to which this Act applies, or to have been 
so engaged during any chargeable accounting period, or to be 
otherwise liable to pay business profits tax. t.u furnish within 
such period not being less than thirty days from the date of 
the service of the notice, as may he specified in the notice, a 
return in the prescribed form and verified in the prescribed 
manner setting forth (along with such olher particulars as 
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may be provided for in tho notine) with respect to any oharge- 
able accounting period specified in the notioe the profits of the 
business or the amount of deficiency, if any, available for relief 
under section fi : 

Provided that the Income-tax Officer may, in his discre- 
tion, extend .the date for the delivery of the return , 

(2) The Inoome-tax Officer may serve on any person, 
upon whom a not ce has been served under sub-section ( 1 ), 
a notice requiring him on a date to be therein specified to 
produce, or cause to bo produced, such accounts or documents 
as the Income-tax Officer may require, and may from time to 
time serve further notices in Jiko manner requiring the pro- 
duction of such further accounts or documents or other evi- 
dence as he may require. 

12. (7) The Income-tax Officer shall, by an order in 
writing after considering such evidence, if any, as he has 
required under section 11, assess to the best of his judgment 
the profits liable to business profits tax and the amount of 
business profits tax payable on the basis of such assessment 
or if there is a deficiency of profits, the amount of that 
deficiency and the amount of business profits tax, if any 
repayable, and shall furnish a copy of suoh order to the person 
on whom the assessment has been made. 

(2) Business profits tax payable in respect of any charge- 
able accounting period shall be payable by the person carrying 
on, or treated as carrying on, the business in that period. 

(-3) Where two or more persons were carrying on the 
business jointly in the ohargeable accounting period, the 
assessment shall be made upon them jointly and, in the case 
of a partnership, may be made in the partnership name. 

(4) Where by virtue of the foregoing provisions an assess 
ment could, but for his death, have been made on any person 
either solely or jointly with any other person or persons, the 
assessment may be made on his legal representative either 
solely or jointly with that other person or persons, as the 
case may be. 

13. ( 1 ) The Income-tax Officer, before proceeding to 
make an assessment (in this section referred to as the regular 
fhses-ment) under section f2, may, at any time after the 
expiry of the period specified in the notice issued under sub- 
section (I) of section 1 f as that within which the return there- 
in referred to is to bo furnished, and whether the return has 
or has not been furnished, proceed to make in summary 
manner a provisional assessment of the taxable profits and the 
amount of business profits tax payable thereon. 

(2) Before making such provisional assessment the Income- 
tax Officer shall give notice in the prescribed form to the person 
on whom assessment is to be made of his intention to do so, 
and shall with the notioe forward a statement of the amount 
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■of the proposed assessment, and the said person shall be en- 
titled to deliver to the Income-tax Officer at any time within 
fourteen days of receipt of the said notioe a statement of his 
•objections, if any, to the amount of the proposed assessment. 

(3) On expiry of one month from the date of servioe of 
the notice referred to in sub-section (2), or earlier if the 
assessee agrees to the proposed assessment, the Income-tax 
Officer may, after taking into account the objections, if any, 
made under sub-section (2), make a provisional assessment, 
and shall furnish a copy of the order of assessment to the 
assessee : 

Provided that assent to the amount of the assessment, 

•or failure to make objection to it, shall in no way prejudice 
the assessee in relation to the regular assessment. 

(4) In making any such provisional assessment the Income- 
tax Officer shall make allowance for any deficiencies of pro- 
fits for previous chargeable accounting periods which are under 
"the provisions of section 6 to be set off against the taxable 
profits of the chargeable accounting period in respect of which 
the assessment is being made : 

Provided that, where such deficiencies of profits have not 
been determined under sub-section ( 1 ) of section 12, the Income- 
tax Officer shall estimate the amount thereof to the best of 
his judgment. 

(-5) There shall be no right of appeal against a provisional 
assessment made under this section, and it shall, until a regu- 
lar assessment is made in due course under seotion 12, determine 
the amount of business profits tax due from the assessee. 

(6) If, when a regular assessment iB made in due course 
under section 12, the amount of business profits tax payable 
thereunder is found to exceed that determined as payable 
by the provisional assessment, it shall be reduced by the amount 
determined as payable by the provisional assessment. 

(7) If, when a regular assessment is made in due course 
under section 12, the amount of business profits tax payable 
' thereunder is found to be less than that determined as payable 
by the provisional assessment, any excess of tax paid as a 
result of the provisional assessment shall be refunded to the 
assessee. 

14. ’If, in consequence of definite information which has profits esoaptag 
come into his possession, the Income-tax Officer discovers »3Bo>wment. 
that profits of any oliargeable accounting period chargeable 
to business profits tax have escaped assessment, or have boen 
underassessed, or have been the subject of excessive relief, 
he may at any time within five years of the end of the oharge- 
able accounting period hi question servo on the person liable 
to such tax a notice containing all or any of the requirements 
which may be included in a notice under section 11, and may 
proceed to assess or reassess the amount of such profits liable 
to business profits tax, and the provisions of this Act shall, 
bo far as may be, apply as if the notice were a notice issued 
under that section. 
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p*naltie.i. 15 jf the Income-tax Officer, the Appellate Assistant 

Commissioner of Income-tax or the Commissioner of Income- 
tax, in the course of any proceedings under this Act, is satisfied 
that any person has, without reasonable cause, failed to fur- 
nish the return required under sub-section ( 1 ) of section 11, 
or to produce or cause to be produced the accounts or docu- 
ments or other evidence required by the Income-tax Officer 
under pub -section (?) of that section, or has concealed parti- 
culars of the profits of the business, or has deliberately furnished 
inaccurate particulars of such profits, he may direct that suoti 
person shall pay by way of penalty, in addition to the amount 
of any business profits tax payable, a sum not exceeding — 

(а) where the person lias failed to furnish the return re- 
quired under sub-section ( 1 ) of section 11, the amount 
of the business profits tax payable ; 

(б) in any other ease, the amount of business profits tax 
whioh would have been avoided if the return made 
had been accepted as eoneot . 

Provided that the Income-tax Officer shall not impose 
any penalty under this section without the previous approval 
of the Inspecting Assistant Commissioner of Income-tax. 

Appeals to 16. (1) Any person objecting to the amoimt of business 

Comm'iwimlor'of 111 P r °d ts tax for whioh he is liable as assessed by the Inoome- 
lacome-tax. tax Officer or denying his liability to be assessed under this 
Act, or objecting to any penalty imposed by the Income-tax 
Officer, or to the amount of any deficiency of profits as assessed 
by the Income-tax Officer, or to the amount allowed by the 
Income-tax Officer by way of relief under any provision of this 
Act or to any refusal by the Income-tax Officer to grant re- 
lief, may appeal to the Appellate Assistant Commissioner of 
income-tax. 

(?) An appeal shall ordinal il} be presented within thirty 
days of receipt of the notice of demand relating to the assess- 
ment or penalty objected to, or in the case of an appeal against 
the assessment of a deficiency of profits, within thirty days of 
the receipt of the copy of the order determining the deficiency, 
or in the case of an appeal against the amoimt of a relief granted 
or a refusal to grant relief, witliin thirty days of the receipt of 
the intimation of the order granting or refusing to grant the 
relief, but the Appellate Assistant Commissioner of Income- 
tax may admit an appeal after the expiration of that period 
if he is satisfied that the appellant had sufficient cause for not 
presenting it within that period 

(3) An appeal shall be in the prescribed form and shall be 
verified in the prescribed mannei. 

(4) The Appellate Assistant Commissioner ot Income- 
tax shall hear and determine the appeal and, subject to the 
provisions of this Act, shall pass such orders as he thinks fit, 
and such orders may include an order enhancing the assessment 
or a penalty : 
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Provided that an order enhancing an assessment or penalty 
shall not be made unless the person affected thereby has been 
given a reasonable opportunity of showing cause against such 
enhancement. 

(■5) The procedure to be adopted in the 1 km i mg and deter- 
mination ol appeals shall be iri accordance with the rules made 
bv the I initial Board of Ucicnue in relation to income-tax, 

17. Any Income-tax Officer <u ary person nr respect of Appeal to 
whose business an ordei under section 12 has been passed 
and who objects lo an ordm passed by an Appellate Assistant 
Commissioner of Income-tax under section 15 or section 16 
may, within the pi escribed time and in the prescribed manner 
appeal against such order to the Appellate Tribunal constituted 
under the Indian tm omc-tav Art, 1922, yind that Tribunal xt of lWM 
shall have all such powers in disposing of the appeal as it has 
in respect of appeals preferred to it under the said Aei 


18 L’lio Commissioner < < l lueomo-lax mar at am time Reetifioation ox 
within lour vents fmtu rite date of any oidet passed by any ra, ntftke». 
Appellate Assistant < 'ommissjoner of Income tax or' Tncouie-tax 
Officer under this Act. rectify any mistake in any evidence 
recorded during assessment or appellate pioceedings, or any 
mistake apparent from the record and shall within the like 
period rectify any mistake apparent front the record which 
has been brought to his notice by a person to whose business 
this Act applies 

Provided that no suck rectitioation shall be made having 
the effect of enhancing the liability of any person unless that 
person has been given a reasonable opportunity of being 
heard . 


19. The sections ot the Indian Income-tax Act 1922, Application o£ 
as applied to excess profits tax by vu tue of section 21 of the 

Excess Profits Tax Act, 1940. , shall, in so far as they- are not xv of 1940 
repugnant to the provisions oi this Act, apply' to business 
profits tax as they apply* to excess profits tax 

20. ( 1 ) Notwithstanding anything contained in the Indian income-tax 
Income-tax Aoi, 1922, all information contained in any P a P era to be 
statement or return made oi furnished undoi the provisions p^lotgig 
of that Act or obtained or collected for ihe purposes of that Act. 

Act may he used for the purposes of this Act of 14,22 

( 2 ) All information contained in any statement or return 
made m furnishod under the provisions of this Act or obtained 
or oollected for the p ur poses- ol this Act may be used for the 
purposes of the Indian Lnoome-tax Act. 1922 

21. If any person fails, without reasonable cause or excuse, failure to deliver 
to furnish in due time any* return or statement, or to produoe. 

or cause to be produced, any* accounts or documents required 
to be produced under section 11, he shall bo punishable with 
fine which may' extend to five hundred rupees, and with a 
further fine which may extend to fifty* rupees for every day 
during which the default continues. 
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22. If a person makes in any return required under seotion 
1 1 any statement which iB false, and which he either knows or 
believes to be false or does not believe to be true, he shall be 
punishable with simple} imprisonment which may extend to 
six months, or with fine which may extend to one thousand 
rupees,, or with both. 

23. ( 1 ) A person shall not be proceeded against for an 
offeneo under seotion 21 or section 22 except at the instance 
of the Inspecting Assistant Commissioner of Income-tax. 

(2) No prosecution for an offenoe punishable under section 
21 or section 22 or under the Indian Penal Code shall be 
instituted in respect of the same faots as those in respect of 
which a penalty has been imposed under this Act. 

(3) The Inspecting Assistant Commissioner of Income- 
tax may, either before or after the institution of proceedings, 
compound any offence punishable under seotion 21 or Beotion 
22 . 

24. ( 1 ) The Central Board of Revenue may, subjeot to the 
control of the Central Government, make rules for carrying 
out the purposes of this Aot. 

(2) Without prejudice to the generality of the foregoing 
power, such ruleB may — 

(а) prescribe the procedure to be followed on appeals, 

applications for rectification of mistakes, an 
applications for refunds ; 

(б) provide for any matter which by, or under, this Aot 

is to be prescribed. 

(3) The power to make rules conferred by this seotion 
shall be exercised in like manner as the power to make rules 
under seotion 59 of the Indian Income-tax Aot, 1022. 

THE SCHEDULE 
[See Section 2 (14).] 

Rules for the computation of profits for purposes of -Business 

Profits Tax. 

1 . The profits of a business during any ohargeable account- 
ing period shall be separately oomputed, and shall, subjeot to 
the provisions of this Sohedule, be computed in accordance 
with the provisions of seotion 10 of the Indian Income-tax 
Aot, 1922 : 

Provided that any sums other than any interest paid by a 
firm to a partner of the frm excluded under the proviso to 
olauso (in) of sub-section (2) or clause (u) of sub-section (4) 
of that seotion from the allowances made in computing the 
profits of the business for the purposes of income-tax shall, if 
paid, be included in those allowances when computing the 
profits of the business for the purposes of business profits tax 1 
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Provided further — 

(а) that any sums received or credited in a chargeable 

accounting period which by virtue of rule 9 of 
Sohedule I to the Excess Profits Tax Aot, 1940, XvofiWO. 
have been treated as business reoeipts for the pur- 
pose of assessment to excess profits tax ; and 

(б) any expenditure or loss incurred in any ohargeable 

accounting period, allowance in respect of which 
has been made for excess profits tax purposes, — 
shall be disregarded in computing the profits or losseB 
of the ohargeable accounting period : 

Provided further that where a chargeable accounting 
period is not an accounting period, the profits or losses of the 
business during the accounting periods wholly or partly 
inoluded within the ohargeable accounting period Bhall be so 
computed as aforesaid, and such division and apportionment 
to speoifio periods of those profits or losses and such aggregation 
of those profits and losses, or any apportioned part thereof, 
shall be made as appears necessary to arrive at the profit 
during the chargeable accounting period ; and any suoh 
apportionment shall be made in proportion to the number of 
days in the respective periods. 

2. (1) The principle of adding the allowance for depreda- 
tion for any one period to the allowance for depredation for 
any subsequent period and deeming it to be part of the allow- 
ance for suoh subsequent period shall not be followed. 

(2) Nothing in this Act shall be construed as permitting 
the application, in computing profits for the purposes of busi- 
ness profits tax, of the provisions of sub-section (2) of seotion 
24 of the Indian Income-tax Act, 1922. Xi of 1022 

3. Income received from investments or other property 
shall be inoluded in the profits only as provided in this 
rule, that is to say, — 

(а) in the case of the business of a building society, or 

a banking business, insurance business or business 
consisting wholly or mainly in the dealing in or 
holding of investments or other property, the 
profits shall include all income reoeived from 
investments or other property ; or 

(б) in the case of a business part of whioh consists in 

banking, insurance or dealing in investments or 
other property, not being a business to whioh 
olause (a) applies, the profits shall inolude all 
inoome reoeived from investments or other property 
held for the purposes of that part of that business : 

Provided that — 

(i) inoome reoeived direotly or indirectly by way of 
dividend or distribution of profits from a body 
corporate oarrying on business as defined in this 
Act, and 
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(ii) income to which the persons oarrying on the business 
are not beneficially entitled,— 

shall in no oase be included. 

4. ( 1 ) In the case of a business carried on, in any ac- 
counting period which constitutes or includes a chargeable 
accounting period, by a company, the directors whereof have 
throughout that accounting period a controlling interest there* 
in, no deduction shall be made in respect of directors’ remune- 
ration in computing the profits for that accounting period. 

(,'?) Where, in the case of a business carried on by a company 
in any accounting period which consl itutes or includes a charge- 
able accounting period, the directors of the company have 
during any part of that accounting period a controlling interest 
therein, and the case is not one to which sub-rule {!) applies, the 
profits of the accounting period shall be computed as if the 
directors of the company had no controlling int r st th rein, 
and to tho part thereof appropriate to th ■ cl ar eabl 1 account- 
ing period ascertained in accordum-c with the third proviso 
to rule 1 shall be added the directors’ remuneration for that 
part of the chargeable accounting period during Which the 
directors of the company had a controlling int -rest therein. 

(3) In this rule the expression ” directors’ remuneration ” 
does not include — 

(a) the remuneration of any director who is required to 

devote substantially the whole of his time to th ■ ser- 
vice of the oo.npany in a in in igerial or teelnioal 
capacity and is not the beneficial owner of, or abl \ 
either directly or through the medium of other com- 
panies or by any other indirect means, to control 
more than five per cent, of the ordinary share capital 
of tho company, or 

(b) the rem'ineration of any managing agent where such 

remuneration is included in the profits of the manag- 
ing agent's business for the purposes of the business 
profits tax. 

A. (1) In computing the profits of any chargeable accounting 
period no deduction shall be allowed in respect of expenses 
in excess of the amount which the Income-tax Officer considers 
reasonable and necessary, having regard to the requirements of 
the business, and, in the case of directors’ fees or other payments 
for services, to the actual services rendered by the person con- 
cerned : 

Provided that no disallowance under this rule shall be made 
by the Income-tax Officer unless he has obtained the prior 
authority of the Inspecting Assistant Commissioner of Income- 
tax. 

(2) Any person who is dissatisfied with the decision of the 
Income-tax Officor under this rule may appeal in the proscribed 
time and manner to the Appellate Tribunal referred to in 
section 17. 
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STATEMENT OF OBJECTS AND REASONS 

The objeot of this Bill is to impose a special income-tax on the profits 
exceeding one lakh of rupees of businesses, professions and vocations. The 
main provisions of the Bill are explained in tho notes on clausos below. 

New Delhi , LIAQUAT A LI KHAN 

The 27lh February 1947 . 


NOTES ON CLAUSES 

Clause 2 (Definitions), — In general follows the Excess Profits Tax Aot 
1940, but : — 

Sub-clause 2 seoks to bring within tho charge any profession or vooation 
the profits of which are assessable under section 10 of tho Income-tax Aot. The 
provision would exclude, for example, a professional man working for a salary. 

Sub-clause 5 seeks to make control depend, inter alia, on the voting power 
exercised by persons to the extent of their beneficial interest. 

Sub-c ause 16 defines “ taxable profits ” as the exoess of profits over one 
lakh of rupees a year. 

Clause 3. — Seoks to give jurisdiction to the same authorities as have juris- 
diction under tho Indian Income-tax Act, 1922. 

Clause 1. — Seeks to provide that the charge Bhall be 26 per cent, of the 
taxable profits and continues the exemptions to agricultural income, life insur- 
ance business etc,, which were granted by the Excess Profits Tax Act. 

Clause 5.— Follows the corresponding section of the Excess Profits Tax 
Aot, but profits arising in an Indian State are not exempted if they are received 
in or brought into British India or are assessable under section 42 of the Income- 
tax Act. Profits arising in an Indian State are thus to be treated in the same 
way as under section 1 1 (2) (r) of tho Income-tax Act. 

Clause 0. — Follows the corresponding. Excess Profits Tax provision in 
regard to set-off of deficiencies. 

Clause 7. — Seeks to ensure that any person is chargeable in respect only of 
tho profits arising during his proprietorship and to avoid tho set-off of a defi- 
ciency of profits made by one person against tho taxable profits of another. 

Clause b. — Generally follows the corresponding Excess Profits Tax provi- 
sion in regard to principal and subsidiary companies, and seeks to secure — 

(a) payment of the tax on the whole of the profits attributable to 
British Tmlii, notwithstanding that part thereof may be payable 
in some form to a related foreign company ; and 

(b) aggrsgition of the profits and losses of principal and subsidiary 

comnanie'. resident in British India. 

Clause 9.— Recognises tho extent to which individuals, earning more than 
-one 1 ikh of run is fr i ti Inuiness, oarrv on th fir business activities through a 
numb u of dif Tint partnerships or private companies, and seeks to counteract 
th i nosfibh lois of r • verms from this cause by giving powers of aggregation in 
■such cases 
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Clause 10. — Seeks to make the proposed tax allowable in computing tota^‘ 
income for income-tax purposes ; ai d where such tax paid subsequenty 
becomes repayable by reason of set-off of a deficiency to treat the repayment 
as income of the year to which the deficiency related. 

Clauses 11 to 24 (both inclusive). — Seek to make applicable the same machi- 
nery of assessment, appeal, eto., as applies to Excess Profits Tax, 

Schedule.— (Rules for Computation of Profits). Generally seeks to apply 
the corresponding rules of Schedule I of the Excess Profits Tax Act, but— 

(a) Rule 1, 2nd proviso seeks — 

( i ) to avoid assessment to both Excess Profits Tax and Business 
Profits Tax of receipts from long-term contracts, and 
(it) similarly to avoid allowanco in respect of any expenditure or losa 
which has been allowed for the purposes of Excess Profits Tax ; 

(b) Rule 3 seeks to ensure that investment inoome shall only be included 

where it really forms a part of the trading receipts of the business; 
and that a dividend or distribution of profit from a body corporate 
which is within the scope of this Bill is not again assessable in the 
hands of the recipient. 


The following Bill 
February, 1947. 


was introduced in the Legislative Assembly on the 28th 
L. A. Bill No. 80 of 1947 


A Bill to provide for an investigation into matters relating to' 
taxation on income. 


Short title, 
extent and 
oommenoemont 


Interpretation. 
XI of 1022. 

XV of 10*0. 

Constitution 
and function* of 
Conuniiaion. 


Whereas it is expedient, for the purpose of ascertaining 
whether the actual incidence of taxation on income is and has 
been in recent years in accordance with the provisions of 
law, and the extent to which the existing law and procedure 
for the assessment and recovery of such taxation is adequate^ 
to prevent the evasion thereof, to make provision for an 
investigation to be' made into such matters ; 

It is hereby enacted as follows : — 

1. (7) This Aot may be oalled the Taxation on Inoome 
(Investigation Commission) Aot, 1947. 

(2) It extends to the whole of British India. 

(.3) It shall come into foroe on such date as the Central 
Government may, by notification in the offioial Gazette, 
appoint. 

2. In this Aot, " taxation on income ” means any tax 
chargeable under the Indian Income-tax Aot, 1922, or the 
Excess Profits Tax Act, 1940. 

3. (I) The Central Government may constitute a Com- 
mission to be called the Income-tax Investigation Com- 
mission (hereinafter referred to as the ( ommission whose duty 
it shall be to investigate and report to the Central Government 
on all matters relating to taxation on inoome, with particular- 
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reference to the extent to which the existing law relating 
to, and procedure for, the assessment and collection of such 
taxation is adequate to prevent the evasion thereof. 

(2) In particular and without prejudice to the generality 
of the foregoing sub-seotion, the Commission may in respeot 
of any person, and shall in respect of any person specified 
to it in this bohalf by the Central Government, investigate 
the present and past financial affairs of such person in order 
to determine whether or not he has paid the full amount 
properly due from him by way of taxation on income, and shall 
in all suoh casos make a separate report thereon to the Cen- 
tral Government. 

(3) In making an investigation under sub-seotion (2) into 
the financial affairs of any person, the Commission shall have 
power to investigate also the present and past financial affairs 
of any other person who is believed by the Commission to be 
or to have been connected directly or indirectly with the first- 
mentioned person as agent or nominee or in any other capa- 
city whatsoever ; and if any question arises as to whether 
any person is or has been so connected with the first-mentioned 
person, the decision of the Commiseionjthereon shall be 
final. 

4. ( 1 ) The Commission shall consist of a Chairman (being Oompo»itiou of 
a person who is, or has been, or possesses the qualifloa- Oommi»*ion. 
tions for appointment as, a Judge of a High Court) and two 

other Commissioners, appointed by the Central Govern- 
ment. 

(2) On the occurrence from any cause of a vaoanoy among 
the Commissioners, the Central Government may, if it thinks 
fit, appoint a person to fill the vaoanoy. 

5. The Commission shall have power to administer oaths, Oonamimlon 
and shall have all the powers of a Civil Court under the Code of cMl ^ourt*" 
of Civil Procedure, 1908, for the purposes of taking evidence y 0 f 1908 . 

on oath, enforcing the attendance of witnesses and of persons 
whose financial affairs it may be investigating, compelling 
the production of documents and issuing commissions for the 
examination of witnesses, and shall be deemed to be a Civil 
Court for all the purposes of section 195 and Chapter XXXV 
of the Codo of Criminal Procedure, 1898 ; and any reference v of 1898 
in the said Chapter to the presiding officer of a Court shall be 
deemed to inolude a reference to the Chairman of the Com- 
mission. 

6. The Commission may authorise, Bubjeot to suoh limi- Tp^oinb 0 
tations or restrictions, if any, as it thinks fit to impose, any inventigatjing 
person appointed by it for the purpose to perform or dis- offloer *- 
charge on its behalf any duty of the Commission and to ex- 
ercise in the name and on behalf of the Commission when so 

acting any of the powers of the Commisson, including the 
powers conferred on it by section 5. 
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7. ( 1 ) The Commission shall, subject to the provisions of 
this Aot, have power to regulate its own procedure (including 
the fixing of places and tiinesof its sittings, deciding whether 
to sit in publio or in private and deciding to what extent, 
if any, and subject to what conditions, persons whose finan- 
cial affairs it is investigating may be represented by pleader), 
and may aot notwithstanding a vaoanoy in the number of 
the Commissioners. 

(2) The Commission or any person authorised by it under 
section 6 shall not, in any proceedings before it or him, be 
bound by the provisions of the Indian Evidence Act, 1872, 
and no document shall be inadmissible in evidence in any 
such proceedings on the ground that it is not duly stamped 
or registered, 

(3) In any proceedings before the Commission or any 
person authorised by it under seotion 6, no person shall, the 
provisions of any other law to the contrary notwithstanding, 
be excused from answering any question on the ground that 
his answer to such question will incriminate him or may tend 
directly or indireotly to incriminate him or tend directly or 
indirectly to expose him to any liability for damages or to 
a penalty or forfeiture of any kind : 

Provided that a person who in the opinion of the Com- 
mission has duly answered all questions which he has been 
required by it or a person authorised as aforesaid, as the 
case may be, shall be entitled to be granted by the Commis- 
sion a certificate of indemnity, and such certificate may be 
pleaded by such person in any civil or criminal Court, and the 
answers given in any such proceeding as aforesaid by a per- 
son to whom such a certificate has been granted shall not be 
admissible in evidence against him in any Buit, prosecu- 
tion or other proceeding before such Court : 

Provided further that the Commission may, if it consi- 
ders it expedient in the publio interest so to do, decline to 
grant any such certificate to a person whose financial affairs 
are being investigated in the proceeding. ■ 

(4) Nothing in section 64 of the Indian Income-tax Aot, 
1922, or in that section bb applied to excess profits tax by 
section 21 of the Excess Profits Tax Aot, 1940, shall apply 
to the disclosure of any of the particulars referred to there- 
in in any proceeding before the Commission or any person 
authorised by it under seotion 0. 

(5) The Commission and all persons authorised by it under 
section 6 shall be deemed to be publio servants within the 
meaning of section 21 of the Indian Penal Code. 

8, ( 1 ) After considering any report made to it under sub- 
seotion {2) of section 3, the Central Government may, by 
order in writing, direct that proceedings to assess in respect 
of any period the person to whose financial affairs the report 
relates to income-tax, super-tax, or excess profits tax shall 
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be taken or reopened ; and upon such a direction being made, 
such assessment proceedings may be taken under the appro- 
priate law, notwithstanding anything to the contrary con- 
tained in section 34 of the Indian Income-tax Act., 1922, or xiof 1022 . 
section 16 of the Excess Profits Tax Act, 1940, or any other XV of 1940. 
law, and notwithstanding any lapse of time. 

(2) Notwithstanding anything to the oontrary contained 
in any other law, in any proceedings directed to be taken 
under sub-section (I) any evidence in the oase adduced be- 
fore the Commission or a person authorised by it under sec- 
t ion 6 shall bo admissible in evidenoe. 

9. No act or proceeding of the Commission or any person Bar of 
authorised by it under section 6 shall be called in question jurlidiotiott. 
in any manner by any Court, and no Bait, prosecution or 

other legal proceeding shall lie against the Crown or any 
Commissioner or any other person for anything done or in 
good faith intended to bo done under this Act. 

10. The Central Government may, by notification in the Power to make 
Offi oial Gazette, make rules for carrying out the purposes of ^ u * es ' 

this Act. 


STATEMENT OF OBJECTS AND REASONS 

It is notorious that recently businesses and properties have changed 
bands for very large sums of money. Government are anxious to know how 
in spite of very high rates of taxation — income-tax, super-tax and Excess 
Profits-Tax — the largo fortunes which those transactions imply 
havo been accumulated. The Bill therefore proposes to appoint and empower 
a special Commission to investigate both the actual incidence of taxation 
with particular reference to individual cases and the extent to which the 
existing Jaw is adequate to prevont evasion. The main provisions of the 
Bill are explained in the notes on clauses below. 


New Delhi, 

The 27th February 1947. 


LIAQUAT ALI KHAN. 


NOTES ON CLAUSES 

Clause 3 . — The contemplated functions of the Commission are two-fold, 
to make a general report on the effectiveness or otherwise of the oxisting law 
and procedure to prevent tax evasion, and to mako special investigations 
into particular cases. In these cases it is necossary for tho success of the 
investigation that the Commission should have power to investigate 
the financial affairs of other connected persons. 

Clause 5 . — This is a normal provision when ad hoc tribunals such as this, 
Commission are set up. It rests the Commission with powers of a Civil Court 
to compel the production of evidence, both oral and documentary, before it, 
and gives it the same powers as a Court possesses in regard to offences 
committed before it. 



21Q THE GAZETTE OE INDIA, MATtCH 8, 1947 [Part V 


Clause 6 . — It will not be possible for the Commission itself to make all 
the detailed investigation that will be required, and this clause enables the 
Commission to appoint expert accountants or assessment officers to aid the 
Commission in its task, Such persons must be vestod with like powers to 
compel the production of ovidonco before them. 

Clause 7. — Sub-clauso (1) gives the Commission general power to regulate 
its own procedure, and the final sub -clause is a normal provision, giving the 
Commission and its investigating staff the status of public servants. Con- 
tempts of their authority are thus brought within tho mischief of Chapter X 
of the Indian Penal Code. The intervening sub-clauses in effeot relax the 
ordinary law of evidence in proceedings before tho Commission and investi- 
gating officers : these special provisions are regarded as essential to the success 
of the Commission’s investigations. A witness who duly answors questions 
put to him will bo entitled to a certificate of indemnity protecting him from 
liability in civil or criminal courts in respect of statements made by him in 
proceedings under this Bill, though an exception may be made against a 
person whose affairs are being investigated if the Commission holds the 
opinion that it would be against the public interest to grant such an indemnity. 

Clause 8 . — Should it be found in any case that there has been evasion 
of tax, Government is given power by this clause to order reassessment, 
proceedings for which may be taken up notwithstanding any bar against the 
reopening of assessment proceedings in the relevant law. And any facts 
elicited by the Commission may be used in proceedings under this clause. 

Clause 9 . — This is the usual indemnity provision. 


M. N. KAUL, 

Secy, to the Govt, of India. 



